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According to Jan. 26 announcement by the office of the presidency in Brasilia, modifications to the
government's economic adjustment program, known as the Plano Cruzado, will be launched on
Jan. 29. President Jose Sarney is expected to speak to the nation via national radio and television
broadcast on the same day. The announcement occurred in the midst of on-going attempts by the
Sarney administration to establish a six-month "social pact" with organized labor and employers
organizations. Briefly, Brasilia has promised the private sector it will rationalize and reduce public
spending in exchange for cooperation in limiting price increases on a list of basic commodities. In
exchange for a commitment to refrain from strikes and walkouts, the administration has offered
organized labor a wage hike applied to minimum wage earners, and a type of "bonus" plan for
other workers. The latter involves the receipt of a periodic "extra" payment by employers, to be
determined by general price inflation performance, production and productivity levels. Last week
the Workers Congress (CUT) boycotted meetings with government officials. The General Workers
Confederation (CGT) and the CUT are the country's two largest labor confederations. Unions
represented by CUT are concentrated in Sao Paulo state, specifically the "ABC" industrial belt.
Leaders of the CGT and independent union organizations convened with administration officials,
but failed to reach an agreement. According to the Brazilian media, the stumbling block is wage
policy. Employers organizations object to both labor demands for substantial minimum wage hikes,
and government plans for a minimum wage increase combined with the aforementioned "bonus"
plan. At present, the minimum wage is equivalent to about $64 per month. The original Plano
Cruzado introduced in February last year mandated wage and price freezes. As a result of declining
trade surpluses and consumer goods shortages and after the November general elections Brasilia
implemented price increases for a series of consumer goods and well as tax hikes. In December the
inflation rate rose to 7.56%, and a 12% rate is expected this month. Some Brazilian economists warn
that unless drastic measures are adopted as soon as possible, inflation will accelerate to an annual
rate of 400%.
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